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Five Year Summary 


FINANCIAL 
Gross Production 


Net Production Income (after 
royalty and operating costs ) 


Administrative and 
General Expense . 


Interest Expense 
*Exploration Expense 


Depletion, Depreciation 
and Write-offs 


Cash Earnings after 
all cash expenses . 


Net Profit (Loss) . 


Loans Outstanding 
(Bank and Other) 


OPERATING 


Net Daily Production: 
Oil and Condensate (barrels) 


Natural Gas 
(thousands of cubic feet) 


Reserves — Net Proven: 
Crude Oil (barrels) 


Natural Gas Liquids (barrels ) 


Natural Gas 
(billions of cubic feet) 


Sulphur 
(long tons) 


**Net Oil Wells . 
**Net Gas Wells 
Net Acreage 


1966 


3,502 1 ob 


145,863 
142,114 
749,111 


1,072,420 


2,295,103 
1,222,683 


2,426,000 


aig, 


14,047 


41,140,000 


4,560,000 


149.25 


290,000 
5288 
12.25 

2,691,002 


1965 


. $ 4,493,407 $ 4,292,375 


3,237,582 


135,936 
135,691 
623,341 


973,734 


2,342,614 
1,385,445 


2,390,000 


3,025 


14,523 


41,670,000 


3,470,000 


148.06 


272,000 
52.05 
10.96 

716,527 


1964 


$ 3,699,807 


2,763,933 


131,809 
156,303 
641,956 


970,495 


1,833,865 
863,370 


2,528,000 


2,603 


12,704 


37,036,000 


2,700,000 


138.08 


181,000 
47.68 
10.66 

679,122 


1963 


$ 3,559,884 


2,688,062 


149,407 
187,872 
758,424 


12 77129 


15975350 
315,230 


3,128,000 


D5aT 


113336 


26,424,000 


2,790,000 


140.90 


45.20 
10,23 
338,224 


1962 


$ 3,058,661 


2,269,259 


150,281 
190,478 
977,334 


1,144,428 


951,166 
(193,262) 


3,248,000 


2312 


8,880 


22,100,000 


3,740,000 


168.79 


40.86 
9.27 
341,446 


*Includes exploration drilling, dry hole costs, geological, geophysical and unproven property expense. 


**Does not include royalty interests. 


AELMENE XK HENGE EE ED 


Report of the Directors 


TO THE SHAREHOLDERS: 


Your Directors are pleased to present their 
Report for the year ended December 31, 1966, 
together with notes on operations and develop- 
ments on your Company’s properties during the 
past year, and the Financial Statements with the 
Auditors’ report thereon. 


THE COMPANY 


FINANCIAL 


Contrary to expectations, your Company’s 
production of crude oil during 1966 showed a 
modest increase over 1965. As a result, gross 
Tevenue was $4,493,407 and net production in- 
“come after-deduction of royalties and operating 
expenses was $3,332,191, an increase of 3% over 
1965. After deducting administrative and general 
expense of $145,863, interest charges of $142,114, 
and exploration costs of $749,111, net cash in- 
come was $2,295,103, compared to $2,342,614 in 
1965, the decrease of 2% resulting mainly from 
higher exploration expenditures. After providing 
$1,072,420 for depletion, depreciation and other 
write-offs, Alminex had a net income from opera- 
tions of $1,222,683 compared to $1,368,880 in 
1965, a decrease of 10.6%. Dividends of $759,916, 
or 10¢ per share, were paid to the shareholders. 


Capital expenditures totalled $1,047,252, of 
which $298,986 was on development, $546,999 on 
plant facilities, $141,708 on production and other 
equipment and $59,559 on land acquisitions. Loans 
outstanding at December 31, 1966, amounted to 
$2,426,000 compared to $2,390,000 at the end of 
1965. 


PRODUCTION 


Your Company’s crude oil plus natural gas 
liquids (NGL) production for 1966, after royalty, 
averaged 3,199 barrels per day, an increase of 6% 
over 1965. Crude oil totalled 1,004,399 barrels, a 
6.8% increase, whereas NGL, at 163,496 barrels, 
was just slightly over the 1965 production. The 
more important increases in production occurred 
at Swan Hills, Virginia Hills and Mitsue. A marked 
decrease was again recorded at Crossfield Cardium. 


Production of NGL at Carstairs decreased consid- 
erably compared to 1965 because of the lower gas 
through-put, but this effect was offset by the in- 
creased recovery at Harmattan and the Calgary 
units, and a full year’s production at South Elkton. 


Production of natural gas, after royalty, was 
5,127 MMcf_ (million cubic feet) compared to 


5, 301 MMcf in 1965, a decrease of 3%. During 


the first half of 1966, following the enhanced sales 
to Trans-Canada Pipe Lines Limited enjoyed in 
1965, deliveries at Bindloss and Carstairs returned 
to normal contractual volumes. Through the final 
quarter of 1966, however, sales exceeded the 1965 
volume for the same period by almost 8%, al} 
though, as noted, the over-all effect through thq 
year was a decrease of 3%. Significant increase 
occurred at Hoosier-Coleville, Retlaw, South Elk- 
ton and Braeburn. 


Comparative figures for oil, NGL and gas 
production during 1965 and 1966, by fields, are 
given in the tables at the end of this report. 


RESERVES 


Your Company’s proven reserves of crude oil 
and natural gas liquids, as of December 31, 1966, 
after allowing for the year’s production of 1,167,- 
895 barrels, were 45,700,000 barrels, an increase 
Ofek during the’ past } year. Crude oil decreased 
slightly because of lack of success in exploratory 
drilling and only minor additions by development 
drilling. Natural gas liquids showed a large increase 
through the additional recovery of propane and 
butane to be available when operation of the new 
facilities at the Carstairs plant commences in July, 
L967 


Proven gas reserves, after deduction of 1966 
production, were 149 Billion cubic feet (Bcf), 
maintaining the same level as previously chiefly 
through the favourable drilling results at Harmat- 
tan Leduc and Marten Hills and upward revision 
of the Retlaw field reserve. Your Company’s 
proven sulphur reserves are located principally at 
Harmattan Leduc field, where a revised estimate 
now places the Alminex share at 290 000 long tons. 


EXPLORATION 


The exploration program conducted in 1966 
was enlarged compared to that of the previous 


/ 


year. ee drilling resulted _in five 2as, _dis- 


_coveries, four of which_are-of-seeondary-import- 
“ance, but the fifth proved up an important extension 
of the Harmattan Leduc sulphurous gas field. Ex- 


~ tensive seismic surveys were undertaken and one 


unsuccessful well was drilled on your Company’s 

“large holdings i in northern Alberta (see map). Ad- 
ditional marine seismic mapping was conducted on 
the North Sea licences, where the first drilling will 
be undertaken in 1968. An agreement was made 
with Falconbridge Nickel Mines Limited where- 
under that company may earn a 50% share in- 
terest in your Company’s wholly-owned subsidiary, 
Alminex (U.K.) Limited, by paying the Alminex 
share of the cost of two wells to be drilled on the 
three licences (covering 767,000 acres) in which 
Alminex (U.K.) has a 25% interest. 


DEVELOPMENT 


During 1966, twelve development wells were 
drilled at Inverness, Mitsue, and Freeman in Al- 
berta, Scot Point in British Columbia and Willey 
in Ontario. Although drilling was at a low ebb, your 
Company’s participations in three plant construc- 
tion projects during the year gave rise to heavy ex- 
penditures in this category. The additional facilities 
constructed at the Harmattan Area plant during 
1965-66 went on stream March 1, 1966, providing 
a notable increase in recovery of condensate, pro- 
pane and butane from the processing of gas pres- 
ently being cycled at Harmattan-Elkton and Har- 
mattan East fields. Construction of a similar 
addition to the Carstairs-Crossfield plant was com- 
menced in mid-1966 and is expected to be oper- 
ating by July 1, 1967, yielding another increment 
to your Company’s production of liquefied petro- 
leum gases. The new Harmattan Leduc_sulphur 
recovery plant went on stream in September, 1966, 
and has experienced various difficulties, the most 
serious problem being the interruption of raw gas 
supply by sulphur deposition in the producing 
wells. Two additional wells are being drilled to 
Telieve this situation. In the meantime, the plant is 
operating at 50% _ capacity, turning out 400 tons of 
sulphur daily and 8 MMcf /day of saleable gas, At 
present, most of the sulphur is being sold in the 
Canadian and United States markets, the remainder 
being stock-piled for later sale in the export market. 


COMPANY OUTLOOK 


The 1966 exploration program failed to dis- 

_ cover new oil reserves but added significantly to 
proven gas and sulphur reserves at Harmattan 
Leduc and to proven and probable gas reserves at 
_Marten Hills. Exploratory work during 1967 will 
be on approximately the same scale as in 1966, but 


with the emphasis placed on northern Alberta. 
Your Company’s largest yearly expenditures to 
date on seismic surveys will be spent on certain 
parts of the Meander River holdings and on the 
South Bistcho block. At least one well will be 
drilled on these lands this winter. It will take several 
years to evaluate the Alberta and North Sea hold- 
ings but prospects for a discovery of importance are 
bright. 


Your Company’s 1967 production of oil and 
gas will be at least equal to that of 1966, with a 
good possibility of modest increases in both. A 
small increase in net production income is expected. 


Your Directors again wish to express their 
appreciation of the loyal and competent service 
rendered by the staff to your Company during 1966. 


THE INDUSTRY 


The western Canadian c oil and g gas as industry i in 
1966 again enjoyed substantial growth in both oil 
and gas production. The_average daily production 
of crude oil and natural gas liquids ‘was 1,011,000 
barrels, an increase of 9.5%, considerably higher 
than the forecast of a year ago. The improvement 
was due to unexpectedly increased exports to the 
United States, crude oil and equivalent averaging 
350,000 barrels per day with liquefied petroleum 
gases bringing the total to 376,000 barrels per day 
for a gain of 17% over 1965. The increased U.S. 
demand for Canadian crude was caused largely by 
the current domestic supply problem in the north- 
ern tier of mid-western refining centres, coupled 
with many refiners’ preference for the lower-priced 
Canadian oil. This situation seems certain to con- 
tinue through 1967 and, combined with the slow 
growth of the Canadian market, is expected to 
yield an over-all increase of ee to Saag this year. 


RES 


Canada averaged 3 828 MMcf/ al an increase of 
“6.5% over.1965. Total sales of pipeline gas aver- 
“aged 2,830 MMcf/day, an increase of 7.6% over 
1965. Of this total, the domestic market used 1,750 
MMcf/day, an increase of 11.5%, and net exports 
to the U.S. totalled 1,080 MMcf/ day, an increase 
of 2% compared to 1965. Total gas_sales in 1967 
are expected _to.exceed.1966 sales by about.10% . 
The expected continuing steady growth of the Cana- 
dian market and the probability of large increases 
in exports to the U.S. lend encouragement to the 
producing and exploring industry in western Can- 
ada. If the three separately proposed enlargements 


-of exports are approved in 1967 — namely, the 


Great Lakes scheme, the Pacific Northwest expan- 
sion and the increase to the California market — 
then by_1970 gas.exports..to..the..U.S....may..reach 
2,100. MMcf/day, a gain of 70% over the 1966 


rate. 


_ Sulphur production? from western Canada’s 
gas processing plants in 1966 was 1,750,000 long 
tons, an increase of 10% over 1965. Sales of sul- 
phur totalled 1,821,000 long tons, an increase of 
2.3% . In 1967, production is expected to increase 
25% from expansion of existing plants and con- 
struction of new facilities. The North American 
and overseas demands continue to grow and at 
present Sulphur is in short supply. 


< Oil consumpti6n in Canada during 1966 aver- 
aged 1,186,000 barrels per day, a growth of 6.6% 
compared to 1965. The total was made up of 606,- 
000 bbls./day of Canadian crude oil and equi- 
valent, 440,000 bbls./day of imported crude and 
140,000 bbls./day of imported refined products. 
The steady growth of imports continued to fill al- 
most half of Canada’s petroleum requirements, 
actually 49% in 1966 compared to 47% in 1965. 
Our deficit — total imports, chiefly from Vene- 
zuela and the Middle East, less exports to the 
United States —in 1966 amounted to 231,000 
' bbls./day costing Canada over $200,000,000 
‘yearly, an important factor in the balance of pay- 
ments problem. The situation in Alberta, where 
production is presently restricted to 45% of ca- 
pacity, will be further aggravated by the large in- 
crease in reserves and productivity being added by 
developments in the northwestern part of the prov- 
ince. The main hope for important increase in sales 
of western Canadian oil lies in the mid-west refin- 
ing area of the northern United States. The sharp 
growth in exports to this region during 1966 has 
already been noted. The possibility of marketing a 
large volume of Canadian crude in the Chicago 
refining area has received close study by govern- 
ment and industry during the past year, and the 
economics of early construction of a large diameter 
pipeline, as an extension of the Interprovincial Pipe 
Line Company system from Superior to Chicago, 
are being carefully considered. Interprovincial’s 
1967 program of additions to its 34-inch line has 
been expanded so that only 355 miles will remain 
to be done in 1968 to complete this loop of the 
system between Edmonton and Superior. The 400- 
mile extension of the 34-inch line to Chicago would 
provide transmission for an ultimate 400,000 to 
500,000 barrels per day into this market. The past 
year has witnessed a growing interest among major 
mid-west U.S. refining companies as well as major 
and independent Canadian producers in pressing 
the case for access to the Chicago market. Urgency 
has been added not only by the growth of Alberta’s 
reserves but also by the competition for this market 
posed by Capline, the 36-inch diameter pipe line 
which will soon be under construction from Louisi- 
ana to Wood River, Illinois, a refining centre 250 
miles south of Chicago. It is expected that this line 
will eventually be extended into Chicago. In view of 
the projected massive growth of demand in the mid- 
west region in general, there is widely-held opinion 


that both the Interprovincial and the Capline 
sources of supply will be required to meet it. The 
decision with respect to increased exports of Cana- 
dian crude is, of course, related to U.S. petroleum 
imports policy and becomes a matter of negotia- 
tions between the Canadian and U.S. governments 
which are understood to be in progress. There 
seems reason to believe that our Canadian authori- 
ties are pressing for an early decision so that the 
Interprovincial extension to Chicago could be 
completed in 1968. The prospect of this large addi- 
tion to the outlets for Canadian crude oil and equi- 
valent is decidedly encouraging for the western 
Canadian oil producers. 


On behalf of the Directors, 


Dt ae) ay ioe a 


President. 


Vice-President and 
General Manager. 


Toronto, Ontario 
February 23, 1967 
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Notes on Operations 


EXPLORATORY DRILLING 


Alminex participated in the drilling of 23 ex- 
ploratory wells during 1966, of which five were gas 
discoveries and eighteen dry holes. The gas finds 
were made in the following areas of central Alberta: 
a step-out well on the west flank of the Harmattan 
Leduc sulphurous gas field; a well near Akuinu, 
south of Mitsue oil field; and three wells in the 
Marten Hills gas area, and are summarized as 
follows: 


Harmattan Leduc 


The Home Alminex et al Harmattan 6-8L- 
32-4-W5M well, located two miles southwest of the 
discovery well in this Devonian reef gas field, was 
successfully completed at 11,250 feet in depth, 
thus proving up a considerable westward extension 
of the field. Subsequently, the well and the contain- 
ing acreage were added to the Harmattan Leduc 
Unit, in which the Company now owns a 4.49% 
interest, and the gas is being produced to the Unit’s 
processing plant. 


Akuinu 


The Home Alminex KCL Akuinu 4-14-67-3- 
WS5M well, situated ten miles south of the Mitsue 
oil field, was drilled primarily as a test of the Gil- 
wood sand of the Devonian, which proved unpro- 
ductive. However, a small commercial gas flow was 
found in a Blairmore (Lower Cretaceous) sand at 
about 2,800 feet in depth. The well was cased and 
stands suspended; further development awaits a 
market. Alminex owns a 25% interest in the well 
and the surrounding P. & N.G. Reservation No. 47 
lands. 


Marten Hills 


An exploratory drilling program was under- 
taken in this area to follow up the gas discovery 
made by the Company in 1963 at Home Alminex 
Marten Hills 10-30-74-25-W4M. Three successful 
gas wells and one dry hole were drilled during the 
early winter of 1966, on lease blocks (Alminex in- 
terest 25% ) scattered through Twps. 73-74, Rgs. 
24-25 W4M. These wells, which are indicated to be 
small commercial producers from the Wabiskaw 
sand at 2,000 feet in depth, are, along with the 
original discovery well, suspended awaiting market 
development. The indicated reserves are under con- 
tract to Trans-Canada with deliveries to commence 
November 1, 1968, providing the requirement of 


two trillion cubic feet of reserves for the designated 
Marten Hills area has been proved by that date. It 
seems a reasonable expectation that this target will 
be realized. Alminex owns a 25% interest in some 
25,000 acres of leases regarded as proven and 
probable gas lands, and a 33% % interest in a drill- 
ing reservation of 5,760 acres covering some of the 
corridor lands. Two wells will be drilled on the 
reservation this winter. 


OTHER EXPLORATORY INTERESTS 


Meander River 


In this area, located 50 to 75 miles northeast 
of Rainbow oil field, Alminex owns a 50% interest 
in three P. & N.G. reservations totalling 220,000 
acres and a 50% interest in a farm-in of four reser- 
vations totalling 320,000 acres. After some initial 
seismic mapping in the winter of 1965-66, the first 
well on this large spread, Home Alminex Meander 
10-27-115-20-W4M, was drilled during March, 
1966. Encouraging oil showings were obtained but 
the well was abandoned. Two seismic crews will 
obtain additional coverage on large portions of the 
acreage during the winter of 1966-67, and a loca- 
tion has been chosen for a well on the farm-in lands 
in I.s.d. 2-25-113-18-W5M to be commenced in 
mid-January, 1967. 


South Bistcho 


The Company owns a one-third interest in P. 
& N.G. Reservation No. 586, comprising 34,560 
acres located 50 miles north of Rainbow oil field. 
A preliminary seismic survey was conducted during 
the winter of 1965-66 and an additional amount will 
be done during the 1966-67 season. Results have 
been somewhat encouraging and it is hoped that a 
well will be drilled before the spring break-up in 
1967. 


Arctic Islands 


Late in February, 1966, Alminex filed permits 
(100% interest) on approximately two million 
acres of lands comprised of scattered blocks in 
selected geologically favourable areas widely 
spaced throughout the Arctic Islands sedimentary 
basin. The Company has farmed out all of these 
lands to Panarctic Oils Ltd., the deal being de- 
pendent upon the latter successfully completing its 
financial arrangements. 


North Sea 


The Company, through its wholly-owned sub- 
sidiary, Alminex (U.K.) Limited, owns a 25% in- 
terest in three off-shore licences totalling 767,000 
acres. A large part of the acreage lies adjacent to 
the Yorkshire coast, the remainder being located 
60 miles to the east. Marine seismic mapping of the 
licences was done chiefly in the summer of 1965 
with additional work being carried out in 1966 and 
several areas of structural interest have been indi- 
cated. The prospects on the Company’s near-shore 
holdings have been enhanced by a gas discovery in 
Yorkshire, a few miles southwest of our group’s 
holdings. Present plans anticipate drilling the first 
well on the Alminex acreage in 1968. 


In view of the high cost of drilling operations 
in the North Sea, Alminex entred into an agree- 
ment with Falconbridge Nickel Mines Limited 
whereunder Falconbridge can earn a 50% share 
interest in Alminex (U.K.) Limited by bearing 
Alminex’s share of the cost of drilling two wells. 
This agreement was confirmed at a special general 
meeting of Alminex shareholders held August 11, 
1966. 


DEVELOPMENT DRILLING 


The Company participated in drilling twelve 
development wells in 1966, of which seven were 
completed as oil wells, one is a suspended gas well, 
and four were abandoned as dry holes. In addition, 
one probable gas well was drilling at the year-end. 
The results are summarized as follows: 


Swan Hills-Inverness 


Three successful oil wells were completed, or 
in process of completion, and one additional well 
has been classed as a dry hole because of its high 
water cut. Two of the producers are located on the 
northeast edge of Inverness Unit, one of which, 
Home Regent “D” Swan Hills 4-25-68-10-W5M, 
has been admitted to the Unit (Alminex interest: 
7.02% ), the other, 10-36-68-10, having so far 
failed to qualify. The third oil well, Home Regent 
“C” Swan Hills 4-34-68-11-W5M, lies on the 
northwest flank of Inverness Unit. One or two addi- 
tional locations may be drilled in this vicinity in 
1967. The Company’s interest is 1212 %. 


Freeman (Alminex interest: 8.33% ) 


One oil producer, H.B. Union Home Freeman 
10-1-66-13-W5M, located on the northeast margin 


of the field, was completed in 1966. At least one 
well will be drilled in 1967 to investigate the prob- 
able southeastward extension of the field on leases 
held by Alminex and associates. 


Mitsue (Alminex interest: 1242 % ) 


One oil well, Home Alminex KCL Mitsue 
10-28-69-3-W5M, was completed at the south end 
of the Mitsue field, located on a 640-acre lease pur- 
chased at moderate cost at a Crown sale in 1965. 
One development well will be drilled in the central 
part of the field in 1967. 


At the southern extremity of the field, a com- 
petitor has demonstrated, by successful drilling, a 
southeastward extension of the Gilwood sand 
reservoir from our two Chisholm oil wells. Two 
locations have been chosen on the Company’s acre- 
age (Alminex interest: 25% ) for drilling in 1967. 


Scot Point (Alminex interest: 6.25% ) 


At this small oil and gas field in northeastern 
British Columbia, a west offset to the original dis- 
covery well of 1963 was completed early in 1966. 
The well, Union KCL-ROC Nettle d-68-A 94-H-7, 
proved a successful oil producer in the Bluesky 
sand of the Lower Cretaceous, and a commercial 
gas flow was found in an underlying Triassic sand. 
A west offset to this well, Union KCL ARCO 
Nettle d-69-A, was drilled late in 1966 and proved 
to be structurally higher than expected, yielding 
gas only from the Bluesky sand and gas from the 
Triassic sand. There are now four shut-in gas wells 
in this field awaiting a pipe line outlet to market. 


Willey, Ontario (Alminex interest: 5.46% ) 


One successful oil well, I.O.E. Bluewater Dun- 
wich 1-22-III, was drilled on the southwest margin 
of the productive area. This well is the sixth pro- 
ducer completed in the Willey field. 


UNITIZED GAS PROPERTIES & PLANTS 
Harmattan Leduc Unit (Alminex interest: 4.49% ) 


The enlargement, during 1966, of the Har- 
mattan Leduc sulphurous gas field by the success- 
ful completion of a westward step-out well, Home 
Alminex et al Harmattan 6-8L-32-4-W5M, has 
been mentioned under the caption Exploratory 
Drilling. The Unit was subsequently enlarged to 


include this well and two additional wells drilled by 
others outside the original Unit area. The Alminex 
interest in the expanded Unit is 4.49% compared 
to the original 3.75%. Construction of the gas 
processing plant, which is owned by the Unit and 
operated by Canadian Superior Oil Ltd., was com- 
pleted early in September, 1966, and the plant was 
then placed on stream. Various difficulties arose, 
the most important being that of discontinuity of 
gas supply because the producing wells tend to plug 
off by sulphur and hydrate deposition in the tubing, 
thus requiring frequent shut-downs for servicing. 
Two additional wells are being drilled to ensure 
continuous deliverability of raw gas supply at the 
full plant capacity of 42 MMcf/day, which is ex- 
pected to be attained early in 1967. In the mean- 
time, the plant is operating at 50% capacity, treat- 
ing about 20 MMcf/day of raw gas from which 
approximately 400 long tons of sulphur and 8 
MMcf of saleable gas are produced per day. Most 
of the current sulphur production is being sold in 
the molten state to Canadian and U.S. buyers, the 
remainder going to the plant stockpile for future 
sale in the export market. The residue gas is sold to 
Alberta and Southern Gas Co. Ltd. 


Harmattan Area Gas Plant 


This large plant, also operated by Canadian 
Superior, now has a capacity of 246 MMcf/day of 
raw gas and processes gas produced from the Har- 
mattan Elkton (Alminex interest: 2.84%) and 
Harmattan East (Alminex interest: 0.39% ) Units. 
After recovery of the NGL, the residue gas is re- 
turned to the reservoir (cycled) for pressure main- 
tenance but will be produced and sold later on. 
Additional facilities were constructed during 1965- 
66 which went on stream March 1, 1966, providing 
for a much increased recovery of condensate, pro- 
pane and butane. The Company’s share of NGL 
production in 1966 was 64,868 barrels, an increase 
of 22% over 1965. 


Carstairs Elkton Gas Unit (Alminex interest: 
1015:%') 


Production of gas and NGL at Carstairs de- 
creased in 1966 because of the return to normal 
contractual take volumes by Trans-Canada follow- 
ing the enhanced demand of 1965. The Company’s 
share of residue gas sales was 2,652 MMcf, a de- 
crease of 15%, and of NGL produced was 88,256 
barrels, a decrease of 14% compared to 1965. 
Enlargement of the Carstairs-Crossfield gas pro- 
cessing plant to 305 MMcf/day capacity, with new 
facilities for propane and butane recovery, was 
commenced late in 1966, with completion sched- 
uled for July 1, 1967. 


1966 DRILLING RECORD 


EXPLORATORY WELLS COMPLETED (Gross): 


DRY OIL GAS 
HOLES DISC. DISC. 
Alberta: Central 6 — 5 
Northern 5) — -—— 
Saskatchewan 4 — = 
Ontario 3 — — 
18 -— > 


DEVELOPMENT WELLS COMPLETED (Gross): 


DRY OU? GAS 

HOLES WELLS WELLS 
Alberta 
Freeman — 1 — 
Inverness 1 3 
Mitsue — 1 —- 
Stettler 1 — — 
Saskatchewan 


Browning 
Midale South 1 


British Columbia 
Scot Point 


| 


Ontario 
Willey 


S |p» || 
N | 


TOTALS: 


Reserves 


Proven and probable reserves of crude oil, 
natural gas liquids, natural gas and sulphur, esti- 
mated as of December 31, 1966, are shown in the 
following table compared with the estimated re- 
serves as of December 31, 1965: 


Dec otte CC ls 


1966 1965 
CRUDE OIL RESERVES 
(Millions of Barrels ) 
Proven Reserves 41.14 41.67 
Probable Reserves 720) 7.14 
NATURAL GAS LIQUIDS 
(Millions of Barrels) 
Proven Reserves 4.56 S47, 
Probable Reserves 19 18 
NATURAL GAS 
(Billions of Cubic Feet) 
Proven Reserves 149.25 148.06 
Probable Reserves 8.38 10.00 
SULPHUR 
(Thousands of Long Tons) 
Proven Reserves 290 212 
Probable Reserves 19 215 
Land 


Only minor increases in proven crude oil re- 
serves resulted from the Company’s restricted de- 
velopment drilling program. A sizeable increase 
occurred at Mitsue where the anticipated introduc- 
tion of a secondary recovery scheme in 1967 justi- 
fied application of a higher recovery factor. A 
downward revision of Inverness reserves partly off- 
set the Mitsue gain. After deduction of the year’s 
production, net remaining proven crude oil re- 
serves decreased slightly more than 1% during 
1966. 


Proven reserves of natural gas liquids in- 
creased by 31% principally on account of the addi- 
tional recovery of propane and butane to be realized 
at Carstairs when the new facilities go on stream in 
July, 1967. 


A very minor net increase occurred in remain- 
ing proven natural gas reserves. The year’s pro- 
duction of 5.1 billion cubic feet was offset by sub- 
stantial increases in reserves at Harmattan Leduc, 
Marten Hills and Retlaw. 


The Company’s proven sulphur reserves, con- 
tained principally in the Harmattan Leduc sul- 
phurous gas field, showed an increase of 7%. A 
very large decrease in probable reserves was re- 
corded, due to the 1965 estimate as to the westward 
and northward extension of the field having been 
too optimistic. Future drilling results may prove up 
a northwestward extension of the field and add con- 
siderably to reserves. 


The following table summarizes the Company’s land holdings under reservation and lease categories, 
showing gross and net acres owned by Alminex Limited and its wholly-owned subsidiary, Alminex (U.K.) 


Limited, as of December 31, 1966: 


Leases Totals 
Gross Net Gross Net 
1,199,798 163,005 1,871,541 388,344 
2.729 9,685 320,609 66,160 
95,857 13,346 95,857 13,346 
59,614 8,540 59,614 8,540 
— — 376,287 36,000 
— — 1,986,823 1,986,823 
— — TOG WSS 191,789 


Reservations 
Gross Net 

Alberta 671,743 225,339 
Saskatchewan and Manitoba 294,880 56,475 

British Columbia — — 

Ontario — — 
Yukon and N.W.T. 1596.250 36,000 
Arctic Islands 1,986,823 1,986,823 

North Sea 

(Alminex U.K.) (1) (6715s 191,789 
5,096,891 2,496,426 


(1) Subject to the agreement with Falconbridge. 


1,380,998 194,576 6,447,889 2,691,002 


The large increase in acreage during 1966 was due to the acquisition in February of Arctic Islands 
permits totalling almost two million acres. Minor reductions of gross and net total holdings occurred in 


Alberta and Ontario. 
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Producing Interests 


UNITIZED FIELDS NON-UNITIZED FIELDS 
Oil: Alberta Oil Wells: Alberta 
UNIT INTEREST — % 1966 
1966 GROSS NET 
Swan Hills Unit #1 4.59 Mitsue yh one 
Inverness Unit #1 7.02 Erskine a olGs 
Virginia Hills Unit #1 355) Freeman OTS 
Harmattan-Elkton Unit #1 8.81 Pembina oA 1.88 
Crossfield Cardium Unit #1 ~——*72«.80 Stettler = WH NES 
North Pembina Cardium Unit #1 0.42 Inverness 22 88038 
Pembina Cardium Unit #3 1.88 
Westward Ho Unit #1 1:05 
Harmattan East Unit #1 Wet Were Saskatchewan 
Sundre Unit #1 0.21 Browning 6 1.50 
Midale South 1 0.40 
Clarilaw 3: 1ekO'63 
Ontario 
Willey Gri: 3 
Dunwich EY 4 oa et bs) 
SOF e116 


Gas: Alberta 


Carstairs Elkton Unit 1015 
Bindloss Viking Sand Gas Unit Tea 
Retlaw Unit #1 14.87 
Calgary Elkton Unit #1 0.40 
Calgary Crossfield Unit #1 0.02 
Atlee-Buffalo-Jenner 
Viking Sand Gas Unit 7.38 
South Elkton Unit #1 11.74 
Crossfield Turner Valley Unit #1 0.09 
Erskine Gas Unit #1 WATS) 
Sylvan Lake Gas Unit #1 0.05 
Harmattan Leduc Unit #1 4.49 Gas Wells: Alberta 
Pendor 4 0.60 
Saskatchewan Braeburn (Saddle Hills) 2 0.55 
Coleville Smiley Viking Sand a i 
Gas Unit 0.28 
TOTALS: 95. A 


Hoosier Viking Sand Gas Unit O25 


tt 


NET OIL AND NATURAL GAS LIQUIDS 
PRODUCTION BY FIELDS 


(Barrels — after royalty) 


OIE 


Alberta 


Swan Hills Unit 
Inverness Unit 
Virginia Hills Unit 
Harmattan-Elkton Unit 
Pembina 

Mitsue 

Crossfield Cardium Unit 
Westward Ho Unit 
Erskine 

Harmattan East Unit 
Freeman 

Other Areas 


Saskatchewan 


Browning-Clarilaw-Midale S. 


Ontario 
Willey-Dunwich 


LOTAL 
Daily Average 


NATURAL GAS LIQUIDS 
Alberta 

Carstairs Unit 
Harmattan-Elkton Unit 
Harmattan East Unit 
Calgary Units 

South Elkton Unit 

Other Areas 


TOTAL 
Daily Average 


OIL + NATURAL GAS 
LIQUIDS: 


Daily Average 


2 


1966 
382,366 
138,927 
132,718 
111,994 

47,669 
41,325 
28,672 
23,708 
22,007 
18,531 
£3,592 
D355 


5,486 


1,004,399 


PR ie: 


88,256 
90,772 
8,096 
4,567 
SSIS 
2,047 


163,496 


447 


3199 


1965 
343,923 
131,992 
LLGg9S 
108,533 

45,213 
30,202 
43,912 
20,813 
24,693 
20,684 
10,748 
22,407 


195013 


3,468 


942,394 
2,582 


1035317 
45,377 
1,032 
2,274 
1,288 
1,683 


161,591 
443 


3,025 


NET GAS PRODUCTION BY FIELDS 


(MMcf — after royalty) 


Alberta 


Carstairs Unit 

Bindloss Unit 

Pendor 

Swan Hills-Virginia Hills 
Braeburn 

Retlaw Unit 

South Elkton Unit 
Calgary Units 
Atlee-Buffalo-Jenner Unit 
Harmattan Leduc Unit 
Other Areas 


Saskatchewan 
Hoosier-Coleville-Milton 


TOTAL 
Daily Average 


1966 
2,05 2.294 
913.428 
314.347 
281.269 
275.698 
243.766 
118.597 
$P2732 
$1223 
8.763 
53.896 


71.220 


5, nb 9S 


14.047 


NET SULPHUR PRODUCTION 


(Long Tons — after royalty) 


Alberta 


Harmattan Leduc-Carstairs 


1,200 


1965 
3,121.000 
929.176 
324.815 
159.691 
207.867 
209.599 
39.852 
111.637 
93.585 


36.888 


66.678 


5,300.788 


14.523 


ALMENEX HENGE EE ED 


STATEMENT OF INCOME 
Year ended December 31, 1966 (With comparative figures for 1965) 


Gross production 
DEDUCT: 


Royalties 


Operating expenses 


Net production income 
Administrative and general expenses (note 5) 


Interest 


Profit before the following 
Exploratory drilling and dry hole costs 
Geophysical and geological expense 


Unproven property expense 


Profit before the following write-offs 
Property surrendered (note 2) 
Depreciation 


Depletion 


Income from operations 
Gain on disposal of marketable securities . 


NET INCOME FOR YEAR 


STATEMENT OF DEFICIT 
Year ended December 31, 1966 (With comparative figures for 1965) 


Deficit at beginning of year 


Adjustment for prior years’ depletion (note 2) 
Net income for year 


Dividends paid 
DEFICIT AT END OF YEAR 


1966 


$4,493,407 


691,160 
470,056 


1,161,216 
Spe eel 


145,863 


142,114 
287,977 
3,044,214 


332,473 
144,700 


BT 93841 


749,111 


2,295 103— 


22,080 
289,340 


761,000 
1,072,420 


1,222,683 


$1,222,683 


1966 
$1,418,203 


367,000 


ToS, 209 


1,222,683 


562,520 


759,916 
$1,322,436 
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BREMEN EX 


Incorporated under 


BALANCE SHEETS 


ASSETS 
CURRENT ASSETS: 1966 
Cash : $ 244,639 
Accounts receivable eine | oe an 447,256 
Marketable securities, at cost (market value $9,475) 9,650 
Inventory, at lower of cost or market . 8,474 
Prepaid expenses 4,198 
714,217 
REFUNDABLE DEPOSITS 71,741 
INVESTMENTS, AT COST: 
Subsidiary company (note 1): 
Shares 302 
Advances 183,062 
183,364 
Special refundable tax 30,154 
Other 216 
216,034 
PROPERTY, PLANT AND EQUIPMENT (note 2): 
Land, leases and development costs thereon: 
Proven properties ‘ 37,463,060 
Less Accumulated depletion 5,581,000 
31,882,060 
Unproven properties 1,035,046 
32,917,106 
Plant and equipment 4,106,710 
Less Accumulated depreciation LO55:2386 
2,151,474 
35,068,580 
$36,070 72 


The accompanying notes are an integral part of this statement. 


Approved on behalf of the Board. 


H. J. FRASER, Director W. F. JAMES, Director 
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(With comparative 


EWE E EOE ORD 


the laws of Canada 


DECEMBER 31, 1966 


figures for 1965) 
LIABILITIES 
CURRENT LIABILITIES: 1966 
Bank loans due within one year, secured (note 3) ane mee aetees “$9 830:000 
mecounts Dayabicrand accrued expenses 6-8 37,810 
Special refundable tax RO ee 2 oe eae 12,000 
879,810 
LONG-TERM LIABILITIES: 
analoanse secured (NOtess.): | ah co hk tz es a toe, et eel 2,426,000 
Less Principal instalments due within one year 
Memocdwunaercuitent HabIlitics ~. . . » 6 « Soe 8 830,000 
1,596,000 
ROUGH OADINHCS ed) Bake aaa od OR”. CRS ed, 2,475,810 


SHAREHOLDERS’ EQULT Y 
CAPITAL STOCK (note 4): 
Authorized, 10,000,000 shares without par value 


Issued, eo a GilMS ALCS =. aim Mose BRA tn, BS Js 8 34,847,107 
Ore ORUITED SURPLUS mrs sun a) em em 70,091 
34,917,198 

ee eee artes ger Fo ee a Pa ee ad og) Lg cd tac 1,322,436 
33,594,762 

$36,070,572 


AUDITORS’ REPORT 


To THE SHAREHOLDERS OF 
ALMINEX LIMITED: 


We have examined the balance sheet of Alminex Limited as at December 31, 1966 and the statements 
of income and deficit for the year ended on that date. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary in the 
circumstances. 


In our opinion the accompanying balance sheet and related statements of income and deficit present 
fairly the financial position of the company as at December 31, 1966 and the results of its operations for the year ended 
on that date, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 


preceding year, except for the change in method of transferring property costs to proven properties explained in note 2, 
of which change we approve. 


Our examination also included the accompanying statement of source and disposition of funds which, 


in our opinion, when considered in relation to the aforementioned statements, presents fairly the changes in working 
capital position of the company for the year ended December 31, 1966. 


Calgary, Canada, THORNE, MULHOLLAND, HOWSON & McPHERSON 
March 1, 1967. Chartered Accountants 


ils) 


ALMEWEX HENGE EE ED 


STATEMENT OF SOURCE AND DISPOSITION OF FUNDS 
Year ended December 31, 1966 (With comparative figures for 1965) 


1966 
SOURCE OF FUNDS: 
From operations: 
Netincome-for-year> 3 4.52), ae a ee 
Add Depreciation, depletion and property surrendered, 
not requiring an outlay of funds . . Foi dpe Usenet ap es OO 
252952103 
esseDividends paid: luc. 6 suas cs te acces Mee mee ce eee ee 759,916 
| espe eed sf 
Decrease) (increase ).in refundable-deposits) ij) 4 sn ee 2,437 
ducrease:, (decrease) in long-term: liabilities” 2h ee oe 162,000 
1,699,624 
DISPOSITION OF FUNDS: 
Acquisition. ob lands anddeases-(net). <,  ¢ .. 2.) 2 ee ree 59,559 
Development: caja“. aclansallbe ica, US ante Gaue oe 298,986 
Additions 16-plantand equipmentt(net)s =. (is kt eee 688,707 
Advances to subsidiary company io cane sy ED ea ee 14,392 
Increase in special refundable tax 
andsoiner investments: tle! il tae Soe Pane copa ee 30,224 
1,091,868 
IMPROVEMENT IN WORKING CAPITAL POSITION ceed hss SRT cairn iat hs 607,756 
WORKING CAPITAL DEFICIENCY AT BEGINNING OF YEAR: 
@hrrent liabilities. 2, \s .. :) 2 4. cau eee en 2 ee malas 
GurrentSassete woe ae hn a a ne ee aera ee 249,596 
__ 773,349 
WORKING CAPITAL DEFICIENCY AT END OF YEAR: 
Current liabilities a Eee ines ce oes | x 879,810 
Current assets hi Regal AE Je RN SR eS eee 714,217 
S$. 1655593 
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AETMEWE XM BENGE EE ED 


Notes to Financial Statement 


Year ended December 31, 1966 


1. Subsidiary company: 


The company in 1964 acquired a wholly-owned subsidiary, Alminex (U.K.) Limited, for the purpose of 
exploring for oil under a specified area of the North Sea, under license from the British Government and in 
conjunction with other companies. 


During the year the company entered into an agreement with Falconbridge Nickel Mines Limited where- 
under Falconbridge can earn a 50% share interest in Alminex (U.K.) Limited by bearing Alminex’s share of the 
cost of drilling two wells. 


The subsidiary company is in the exploration stage and has no profit or loss up to December 31, 1966. 


2. Property, plant and equipment: 


The company’s accounting practice is to capitalize property costs and development expenditures on proven 
properties and to deplete such costs on a unit of production method based on the total of estimated proven and 
probable reserves of oil and natural gas. 


During the year the company adopted the practice of transferring total property costs of an area to proven 
properties when production is available rather than transferring only those land costs related to the specific well 
giving rise to proven status. As a result property costs in the amount of approximately $3,500,000 were transferred 
from unproven to proven properties in respect of prior years and an adjustment for prior years’ depletion in the 
amount of $367,000 was charged to deficit account. The provision for depletion in 1966 was increased by approx- 
imately $73,000 as a result of this change. 


Property carrying charges, cost of dry holes drilled and exploration expenses are charged against income 
as incurred. Unproven property costs are charged to income when the properties are surrendered. 


Depreciation is provided on the diminishing balance method at maximum rates permissible under the 
Income Tax Act. 


Certain property, plant and equipment was acquired in consideration of the issue of shares of the company 
in 1959 at values placed upon them by the Board of Directors of the company. Other acquisitions, for cash, are 
valued at cost. 


3. Bank loans: 


Credit arrangements with two Canadian chartered banks provide for loans of undetermined amounts which 
must be repaid in 60 equal consecutive monthly instalments. 


These loans are secured by registered general assignment of accounts receivable and general assignments 
under Section 82 of The Bank Act covering the company’s net interest in certain oil properties. 


4. Capital stock: 


As at December 31, 1966 there were outstanding options to two officers, who are also directors of the 
company, to purchase a total of 45,000 shares at $3.40 per share on or before December 10, 1969. 


5. Administrative and general expenses: 


Remuneration of officers, who are also directors, aggregated $55,000 ($55,000 in 1965). This amount is 
included in administrative and general expenses. No directors’ fees as such were paid in 1966 (directors’ fees in 
1965 amounted to $963). 


6. Taxes on income: 


Under the provisions of the Income Tax Act exploration and development expenditures including costs of 
certain oil and gas rights are deductible from income for the year; any excess of such expenditures may be carried 
forward to apply against future income. Because of the availability of exploration and development expenditures 
carried forward from prior years, no taxes on income are payable in respect of the 1966 year. Land, lease and 
development costs available to be claimed for tax purposes in future years are approximately $709,000 and capital 
cost allowances for plant and equipment, $2,054,000. 


Ne 
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